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GHANA - KEY ECONOMIC INDICATORS 


Average exchange rate (cedi(¢)/USS) : 


INCOME AND PRODUCTION 


GDP, current prices (million ¢) 

GDP, constant 1984 prices (m. ¢) 

Per capita GDP in current dollars? 
Cocoa (1,000 mt; crop year begins Sept.) 
Gold (1,000 troy ounces) 

Diamonds (1,000 carats) 

Manganese (1,000 mt) 

Bauxite (1,000 mt) 

Aluminum (1,000 mt) 

Index of manufacturing output (1977=100) 
Electricity generated (million kwh) 


MONEY, PRICES, AND BUDGET 


Money supply (M2; million ¢; end year) 
Commercial lending rate (%) 

Consumer price index (1980=100) 
Government expenditure (m. ¢) 
Government revenue and grants (m. ¢) 
Govermment surplus/deficit (m. ¢) 


BALANCE OF PAYMENTS AND TRADE 


Gross international reserves (year end) 
External public debt (year end) 
Debt service ratio (% of exports) 
Overall balance of payments 
Current account balance 
Balance of trade 
Exports (fob) 
Of which cocoa beans and products 
U.S. share (cif) 
Imports (fob) 
Of which oil 
U.S. share (fas) 


Principal U.S. exports (1986): 


35.3 


1984 


270,561 
270,561 


583E 

175.0 
286.9 
346.0 
267.0 
49.0 

0 
39.3 

1,819 


35,300 
212 
824.1 
27,485 
22,641 
-4,844 


131.8 
2,036.8 
36.2 
8.2 
-75.3 
-49.3 
566.7 
381.7 
51.1 
616.0 
161.0 
46.0 


54.1 


1985 


344,182 
284,285 
468E 

219.0 
299.4 
636.0 
357.0 
169.5 
47.2 
49.3 

3,120 


56,300 
23.2 
909.1 
47,892 
40,312 
-7,580 


145.2 
2,196.3 
54.1 
-115.4 
-156.6 
-36.3 
632.5 
412.0 
95.1 
668.7 
205.6 
43.5 


89.3 


1986 


511,360 

299,470 
409E 
225.0 
287.5 
556.0 
332.0 


120.3 


86,400 
20.0 
1,132.4 
73,326 
73,625 
299 


148.7 
2,479.8 
47.1 
-56.7 
-84.5 
15.8 
749.3 
503.3 
201.0 
733.5 
122.6 
84.0 


% 


1984-86 


89.0 
10.7 
-29.9 
28.6 


144.8 
3.2 
37.4 

166.8 

225.2 


-106.2 


(money figures in millions of US dollars) 


N/A 


1987b 


698 , 800 


alumina and other raw materials for aluminum ($21.8 mil- 


lion), earthmoving equipment and tractors ($11.7m), wheat and flour ($6.9m), cotton 


($5.1m), donated food ($2.7m), processed foods ($2.0m). 


Principal U.S. i 


rts (1986): 


aluminum ($88.5m), cocoa beans ($76.2m), tuna ($19.5m), residual fuel oil ($13.9m). 


Sources: IMF, IBRD (for national income and production, except cocoa and aluminum) ; 
money, prices, and budget; and balance of payments and trade (except U.S. share)); Gill & 
Duffus Report No. 327 (for cocoa output, except 1987); Volta Aluminium Co. Ltd. (for 
aluminum) ; and U.S. Department of Commerce (for U.S. share of trade). 


Notes: Many statistical series are delayed; data may be subject to revision. 


available. 4fmbassy estimates. 
ness of this measure. 


N/A = not 
Distortions in the cedi's value reduce the meaningful- 
Pall 1987 figures are projections. CEmbassy estimate; other 


projections range from 190,000 mt (Gill & Duffus) to 225,000 mt (Ghana Cocoa Board). 





SUMMARY 


Ghana's economy was once among the most advanced in Sub-Saharan Africa, but 
in the 1970s mismanagement and political instability caused almost continual 
decline. By the 1980s plunging terms of trade, a drought, bushfires, and 
the forced repatriation from Nigeria of up to one million Ghanaians brought 
the economy to virtual collapse. Ghana plunged from first to a distant 
third among world cocoa producers. Severe power cuts forced an 18-month 
closure of the big dollar-earning Valco aluminum smelter owned by Kaiser, 
and along with a cutoff of imported inputs, left most industry operating at 
barely 10-15 percent of capacity. Extreme shortages of fuel, tires, and 
parts and dilapidated road and rail systems slowed internal transport to a 
crawl. Foreign reserves were nearly exhausted and large payments arrears 
accumulated. Severe food shortages were eased only through foreign 
emergency food aid. 


The Economic Recovery Program (ERP) launched in April 1983 has been 

the most stringent and consistent to date in Africa. Broad economic reforms 
have included movement toward free and realistic exchange rates and prices, 
increased fiscal and monetary discipline, public sector rationalization, 
reduction of external arrears, and rehabilitation of key sectors. Drastic 
devaluations and a foreign exchange auction system have depreciated the once 
greatly overvalued Ghanaian currency, the cedi. Aid from the International 
Monetary Fund (IMF), the World Bank, and other foreign donors has helped 
repair infrastructure and restart the economic motor. Farm output has been 
revived by improved weather, producer incentives, and other support 
mechanisms. During 1984-86, real GDP grew by over 5 percent per annum, and 
inflation moderated. 


The economy remains hostage to commodity prices (especially cocoa) and 
rainfall patterns. A slipping cocoa price and cedi and erratic weather cut 
1987 GDP growth to 4 percent and helped boost inflation to around 35 
percent. The ERP's high marks were translated into 1987 foreign aid pledges 
of more than $800 million. Aid and credits are financing over half of 
Ghana's imports. Expected annual inflows averaging $435 million should help 
keep GDP growth around 5 percent. With the foundations for sustained 
recovery laid, the second phase of the ERP in 1987-90 is to concentrate on 
restructuring the economy and rebuilding social infrastructure. 


During its 1980-83 economic crisis, Ghana's foreign trade contracted by more 
than half. By 1986, half the loss had been recouped. Cocoa still accounts 
for about two-thirds of export earnings. U.S.-Ghana trade is dominated by 
imports and exports resulting from the Valco aluminum smelter. Its shutdown 
exacerbated a plunge in two-way trade during 1982-84, but its renewed 
operation has spurred a rebound. U.S. exports nearly doubled in 1984-86, to 
$84 million. Increased opportunities for U.S. exporters should result from 
heavy external project financing, eased foreign exchange constraints, 
renewed Export-Import Bank backing, and a lower dollar. Ghana is seeking 
foreign investors, for whom the gold mining and timber sectors appear 
particularly attractive. In the last few years, Ghana has revised its 
investment code as well as as its mining and petroleum laws. The programs 
of the Overseas Private Investment Corporation (OPIC) have recently become 
available for U.S. investments in Ghana. 





CURRENT ECONOMIC SITUATION AND TRENDS 


: Ghana is comparatively rich in natural and human resources. 
When it became Sub-Saharan Africa's first newly independent nation in 1957, 
it also enjoyed a relatively advanced economy and fairly high standard of 
living. A substantial and diversified industrial base, good infrastructure, 
and the region's best educational and social services were backed by large 
foreign reserves. The Nkrumah Government launched a major industrialization 
drive backed by a big hydroelectric dam on the Volta River and new port at 
Tema. However, neglect of the rural sector, excessive, often ill-directed 
spending, corruption, and a ballooning public sector sapped the country's 
finances. In the 1970s a succession of military and civilian governments 
proved unable to correct growing distortions and halt a sustained decline. 
Between 1970 and 1982, real per capita income fell 30 percent, import 
volumes by a third, real export earnings more than half, and savings and 
investment to insignificant levels. 


Further jolted by plunging terms of trade, drought, bushfires, and the 
forced repatriation from Nigeria of up to one million Ghanaians, by 1982-83 
the economy virtually collapsed. The drought and fires greased Ghana's 
slide from first to a distant third among world cocoa producers, sharply cut 
food harvests, and forced an 18-month closure of the Valco aluminum smelter 
(the largest in Africa and a major foreign exchange earner). Severe power 
cuts left most industries, also short of imported raw materials, spare 
parts, and equipment, operating barely at 10-15 percent of capacity. Lack 
of fuel, tires, and spare parts kept 70-80 percent of transport off of 
barely passable roads and railways. The ports were clogged by sunken wrecks 
and inoperative equipment. Ghana had almost exhausted its foreign reserves 
and accumulated huge external arrears. The worst food shortages since 
independence were eased only through emergency Western food aid. 


Economic Recovery Program: A Provisional National Defense Council (PNDC), 
led by Flt. Lt. Jerry Rawlings, took power at the end of 1981. It soon came 
to recognize the imperative need for economic reform and restructuring, 
greater market orientation, and Western aid and investment. In April 1983, 
in coordination with the IMF, the Government of Ghana (GOG) launched the 
ERP, which has been perhaps the most stringent and generally consistent to 
date in Africa. It has been supported by three IMF stand-bys, nearly $1.1 
billion in commitments from the World Bank and aid from many other 
multilateral and bilateral donors. During the first phase of the ERP, 
relative prices were to be raised to favor exports and production, fiscal 
and monetary discipline restored, productive bases and economic 


infrastructure rehabilitated, the public sector rationalized, and private 
investment encouraged. With the foundation for sustained recovery laid, the 
second phase of the ERP in 1987-90 is to focus on restructuring and 
rebuilding social infrastructure. 


PRODUCTION AND INCOME 


After initial hesitation, the economy has responded. In the first major 
upturn since 1978, during 1984-86 the GDP rose 8.7 percent, 5.1 percent, and 
5.3 percent, respectively. Favorable rains, eased infrastructural 
bottlenecks, heavy aid inflows, better producer incentives and support, 





economic liberalization, and improved terms of trade all played a part. A 
slipping cocoa price and erratic weather cut 1987 GDP growth to around 4 
percent. Despite the revival, around 30 percent of the work force is 
underemployed and child labor is common. About half of Ghana's 
approximately 13 million people live in poverty. Disintegrating services 
have left only one-third with access to modern health care and less than 
half to safe water; 50 percent of adult men and 70 percent of women have had 
no formal education. The GOG is trying to attract back skilled Ghanaian 
expatriates to help rebuild the economy and restore social services. 


Agriculture: By most measures, agriculture remains the backbone of the 
economy. Including forestry and fishing, it accounts for about half of GDP, 
60 percent of the labor force, and three-quarters of exports. The country is 
basically self-sufficient in food, except for rice (it meets about half the 
demand, but at high cost), wheat (which is not produced), and beef (despite 
low consumption, its herds supply only 20 percent of demand). Cocoa is the 
major cash crop, followed distantly by copra, palm nuts (for oil), peanuts, 
coffee, pineapples, kola nuts, and cotton. Fish is the main protein source, 
but the largely canoe fleet captures only about half the potential catch. 
Agriculture suffers from severe institutional, infrastructural, and 
management weaknesses, and the beginnings of environmental degradation. 
Productivity is mostly low due to marginal producer incentives, late or 
insufficient inputs, and poor support services. Inadequate transport and 
storage bring high post-harvest losses. In much of Ghana, rainfall is 
barely adequate for single-cropping, and irrigation potential is limited. 
While the GOG is pushing timber exploitation, hardwood coverage has been cut 


to a fraction of the country's area, wastage is very high, and replanting 


During the economic decline, food output dropped 3.1 percent per year. It 
has rebounded somewhat from its 1982-83 nadir. Cereal production, of which 
about half is maize, dipped in 1985 but rose to 905,000 metric tons (mt) in 
1986. Northern staples, millet, and guinea corn (sorghum) rebounded 
greatly, from 1983's abysmal 96,000 mt to 330,000 mt by 1986. Starches 
(two-thirds cassava), the heart of most Ghanaians' diet, peaked at 6.2 
million mt in 1984 before slipping back to 5.1 million mt in 1986. Lack of 


feed and rinderpest, respectively, hampered poultry and beef output. 


In the 1960s and early 1970s, Ghana's average annual production of 450,000 
mt made it the world's major cocoa producer, but by 1983 it had slipped to a 
distant third, at 159,000 mt. A bloated Cocoa Marketing Board (COCOBOD) had 
become a heavy burden on the economy. Exports were milked for GOG revenues, 
and farmers were left with unattractive prices and poor support. Cocoa 
acreage was halved, as farmers turned to other crops and bushfires burned 
off 80,000 acres. However, cocoa remains by far the most important cash 
crop, in 1986 accounting for $503 million (67 percent) of export receipts. 
Rehabilitation of the sector has been a key element of the ERP. The COCOBOD 
staff has been cut substantially, and the GOG plans to slice its share of 
export earnings from more than 30 to 15 percent by cutting it back to basic 
purchasing, marketing, and extension services. In late 1987, 42 cocoa and 
coffee plantations were offered for lease. The producer price has been 
raised in stages, most recently from ¢85,500 per mt for the 1986/87 crop 
year to ¢150,000 per mt for 1987/88, in nominal terms rising from 25 to 40 
percent of the world market price. The GOG has pledged to raise it to 55 
percent of the world price by 1989/90. 





More favorable weather and producer prices have led to a gradual recovery of 
cocoa production, which hit an estimated 225,000 mt in 1986/87. However, 
the excessive minor season rains may affect both the quantity (as little as 
200-210,0C0 mt) and quality of the 1987/88 crop. Despite severe penalties, 
an estimated 20-30,000 mt of Ghanaian cocoa still is smuggled into Cote 
d'Ivoire and Togo, where the price is higher (in hard currency), goods more 
abundant, and infrastructures (notably market roads and storage) superior. 
Incentives to replant aging (average 30 years) trees and halt smuggling may 
not yet be sufficient, and it may prove difficult to meet the 1990 target of 
300,000 mt. 


Mining: Ghana is endowed with abundant mineral resources: diamonds, 
manganese, bauxite, and gold. One conservative estimate puts gold reserves 
at 2 billion ounces (oz.), which (as its colonial name of the Gold Coast 
implies) could rank Ghana among the world's top producers. Since World War 
II, the potential has not been realized, principally due to economic and 
political instability. The only functioning mines follow outcropping veins 
first worked by local ethnic groups, but amid the general malaise they 
deteriorated badly. Annual output, around 900,000 oz. in the 1960s, slid by 
1983 to only 285,000 oz., about where it has remained. The Ashanti 
Goldfields Corporation (AGC), a GOG joint venture with (and managed by) 
Britain's Lonrho group, accounts for 80 percent of current output. The 
GOG's own State Gold Mines Corporation (SGMC) accounts for the rest of the 
gold output. Both are undergoing major rehabilitation, with AGC targeted to 
raise its output to 400,000 oz. by 1991, as part of a longer term national 
goal of 1 million oz. Over 30, mostly foreign (including several U.S.), 


companies currently are engaged in surveys or prospecting, and four (one 
U.S.) have recently obtained mining licenses. 


Ghana also has some alluvial deposits of diamonds (about 80 percent 
industrial), but without new finds, output is unlikely to approach former 
levels. It bottomed at about 340,000 carats in both 1983 and 1984, before 
recovering to 636,000 carats in 1985 and 556,000 carats in 1986. Additional 
diamonds equal to perhaps half of official output may be smuggled out. 

Ghana Consolidated Diamond Mines plans rehabilitation to raise production to 
1 million carats. Manganese and bauxite production has recovered, thanks to 
repaired equipment and better transport. To exploit more fully Ghana's 
bauxite deposits and supply Valco, the GOG has proposed a mine and alumina 
smelter at Kibi. The deposits are low-grade, however, and the cost would be 
very high. 


Industry: Ghana's industries largely are aimed at import substitution and 
equipped with foreign machinery, and use mostly imported inputs. The 
foreign exchange auction is facilitating such inputs, but industry is 
constrained by compressed domestic demand, competition from cheaper imports, 
and lack of liquidity. Thus, capacity utilization has risen only to an 
average of about 30-35 percent. Some plants established for minimal (and 
expensive) local assembly of cars and buses are shut down. Use of textile 
and clothing capacity remains very low. An industrial census to be 
completed by mid-1988, the first since 1962, should provide a better idea of 
problems and prospects. However, with some exceptions, notably lumber and 
wood products, in an open economy Ghanaian industry seems basically 
uncompetitive. The GOG is placing a high priority on industrial 





rehabilitation, and is preparing to offer at least interim protection, but 
implementation has barely begun. Except for a minority of manufacturers, 
without such help medium-term prospects appear limited. 


Infrastructure: Ghana has about 12,000 km. of main roads, 4,000 km. paved. 
Many stretches remain in bad shape, with some key highways, particularly 
northern ones, virtually impassable at points. Until work on the 
Kumasi-Takoradi road is completed, log trucks detour via Accra. The heavy 
emphasis on road reconstruction is starting to show results. A new coastal 
link to Cote d'Ivoire has been finished, and much of the Kumasi-Accra 
highway is being redone. Increased, though still limited, supplies of tires 
and spare parts have most of the aged transport fleet back on the road, 
interspersed with some new cars and trucks. Much work is being done on 
feeder roads, but many were heavily damaged by 1987 rains, and some food 
producing areas cut off. A triangular 800 mile rail system links Kumasi, 
Takoradi, and Accra, with the western line, the main export corridor for 
cocoa, timber, and minerals. Work on this crucial leg has been completed, 
and repair of the less vital Eastern line is planned. After clearing sunken 
wrecks, Takoradi and Tema ports are undergoing a $115 million 
rehabilitation, including the addition of new cargo-handling equipment. 
About one-third of project funds has been used to rebuild transport 
infrastructure, which will continue to need heavy investment. Until a new 
satellite link and telecommunications rehabilitation are completed in 1989, 
telephone and telex services will remain precarious. 


Energy: While rich in minerals, Ghana appears to lack substantial hydrocar- 


bon reserves. Its principal energy resources are fuelwood and hydropower; 
in 1985 wood provided 70 percent of total energy. Installed hydro capacity 
is 1,072 mw, over half of Ghana's 2,000 mw potential; 60 percent of the 
power goes to the aluminum smelter or is sold to Cote d'Ivoire, Togo, and 
Benin. The electricity grid will be extended to the northern two-thirds of 
Ghana by 1991 while the local distributor receives massive, badly needed, 
restructuring. As oil exploration goes on, signs of natural gas are being 
studied for power generation. Ghana's only oil well, at Saltpond, was 


producing less than 4 percent of the nation's needs when mothballed at the 
end of 1985. 


GOVERNMENT, FINANCE, AND BALANCE OF PAYMENTS 


Publ. -: Public finances have improved substantially. The 1983 
budget deficit was equal to 2.3 percent of GDP; by 1987 it had become a 
surplus projected (excluding foreign-funded capital spending) to equal 0.2 
percent of GDP, although real spending was 20 percent above 1985 levels. 
Budget reform has focused on eliminating subsidies, mobilizing resources 
through selective tax increases and improved collection, and greater capital 
and maintenance spending. To restore civil service viability and 
efficiency, the GOG cut payrolls by 15,000 (5 percent) in 1987, with similar 
cuts planned for 1988 and 1989. In 1987 both revenues and total expenditure 
and net lending ran lower than projected; revenues were affected by slow 
import growth, difficulties in collecting sales tax, and lower cocoa export 
receipts. In 1988 the GOG expects to moderately increase petroleum prices, 
overhaul the sales tax administration, reform sales tax and tariff 





structures, begin shifting from heavy dependence on the cocoa export tax 
toward domestic agricultural taxes, and adjust income taxes to promote 
compliance and provide work incentives. 


The GOG controls some 400 state enterprises (SOEs) and has large stakes in 
many others. It has pledged to divest or liquidate 30 of them in 1987-88 
and identify others for future disposal. Divestiture is a flexible tern, 
however, which to the GOG can include complete or only partial sale to 
private (even foreign) investors, or to local government, community, or 
labor interests. As illustrated by the COCOBOD plantations, it can also 
include leasing. The GOG has identified a number of major strategic firms 
where it will maintain control but try to improve management and finances 
through performance agreements. It is preparing a redeployment policy for 
the sector, has frozen new hiring, and plans 5 percent annual attrition in 
1987-89. 


Money and Prices: Under the ERP, monetary discipline has served to 
eliminate excess liquidity and reduce deficit financing by the banking 
system. While the GOG still is restraining growth of the system, bank (and 
therefore credit) liquidity will be maintained through net government 
repayments to them. Internal liquidity has remained quite tight to restrain 
inflation, but the GOG plans to replace direct credit controls with less 
direct monitoring. To counter recently negative interest rates and boost 
domestic savings from 1986's 10 percent to 15 percent by 1990, it is 
introducing market determined interest rates and a broader range of 
financial instruments. In October 1987 a weekly treasury bill auction began 
setting the discount rate, and an inter-bank discount house was to be 
launched the following month. 


After reaching three digit levels in the early 1980s, inflation had dipped 
to around 12 percent in 1985. It rebounded to 25 percent in 1986, and 
spurred by food prices and the sliding cedi, it averaged 35 percent in 1987. 
Official indices indicate that in 1984-86 wholesale prices increased even 
faster, by 64 percent in 1986 alone. Over the last several years, inflation 
has been moderated by slowing monetary growth, elimination of budget 
deficits, and generally better crops, but spurred by eased direct price 
controls (down from hundreds of products to only eight) and the exchange 
rate. Despite elimination of subsidies and big price hikes, most petroleum 
products and some farm inputs cost less than in Ghana's neighbors, 
encouraging smuggling. The GOG has moved to block oil leakages by full or 
partial closure of border filling stations and other measures to restrict 
sales to foreigners. 


Exchange Regime: Eight successive devaluations dropped the cedi from 2.75 
per U.S. dollar to 90 per dollar. A weekly foreign exchange auction was 
initiated in September 1986 as the second of a two-tier exchange system. 

The two rates were unified in February 1987, dropping the cedi even further, 
to 150 per U.S. dollar. The auction has been broadened in stages to include 
more imports, but it frequently cannot meet all bids. Public sector needs 
are met outside the auction while using its rate. It is expected that the 
exchange regime will be further liberalized in 1988. 


Trade and Payments: Between 1984 and 1986, Ghana's external accounts 
improved even though the ERP required heavy imports. Exports rose 32 
percent, to $749 million (fob), while imports went up only 19 percent, to 
$734 million (also fob). Exports were aided by revived shipments of cocoa 





and timber, and imports dampened by low oil prices. Despite an 8 percent 
drop in cocoa prices, 1987 export earnings rose about 5 percent. Project 
spending boosted imports, half funded by foreign aid, by 15 percent. Thus, 
the current account deficit (including official grants) probably widened to 
$166 million, 3.9 percent of GDP. However, the capital account improved 
sharply due principally to larger loan disbursements and delayed 
pass-through of 1986 oil gains. Thus, the overall balance of payments ended 
with a projected surplus of $108 million, versus 1986's $57 million 

deficit. Official foreign debt, $2.5 billion at the end of 1986, hit $2.7 
billion by the end of 1987. Heavy repayments to the IMF created a debt 
service bulge for 1987-88, with the debt service ratio expected to rise to a 
1988 peak of nearly 61 percent. Nevertheless, payments arrears were cut to 
$145.5 million by the end of 1987. 


OUTLOOK 


Ghana still faces major structural and financial constraints. Except for 
most basic foods and some building materials, the economy remains highly 
dependent on imports. As the country searches for domestic sources and a 
role for its industry, it must try to avoid uneconomic solutions. Somewhat 
masked by aid flows, economic growth still is hampered by inadequate 
domestic savings and investment, insufficient incentives, and 
infrastructural bottlenecks. Inflation continues to be too high and the 
external accounts remain vulnerable to adverse external developments 
(witness 1987 cocoa prices). The foreign debt already is quite large 
compared to GDP and its service a heavy burden, at least over the medium 
term. The country lacks sufficient managers for an increasingly complex and 
sophisticated recovery effort. Nevertheless, expected annual inflows 
averaging $435 million should help keep GDP growth around 5 percent. 


IMPLICATIONS FOR THE UNITED STATES 


TRADE 


U.S.-Ghana Trade: The U.S.-owned Valco smelter usually keeps the United 
States among Ghana's principal trading partners, as many of its inputs come 
from, and almost all the cast aluminum is shipped to, the United States 
(Ghana's statistics exclude these flows). Due to Ghana's economic crisis and 
the smelter closure, bilateral trade contracted sharply in the early 1980s. 
U.S. exports to Ghana dropped from $154 million in 1981 to only $46 million 
by 1984. They recovered slightly in 1985 and then rose 57 percent in 1986 
to $84 million. This trend continued in the first half of 1987, with 
exports 16 percent (to $50.4 million) above the same period of 1986. 


Meanwhile, U.S. imports from Ghana, which peaked at $370.6 million (79 
percent aluminum and alloys) in 1982, plunged to only $51 million (no 
aluminum) by 1984. As Valco resumed operations in 1985, imports jumped to 
$95 million (31 percent aluminum), and in 1986 rocketed 112 percent to $201 
million (55 percent aluminum). In the first half of 1987, sales of other 
traditional items (cocoa, tuna, and residual fuel oil) declined, and imports 
from Ghana slipped 3 percent from the same period in 1986, to $117 million. 





ther Suppliers: The bulk of Ghana's non-oil imports come from Europe. The 
eee Kingdom usually is the largest supplier, due to long-standing trade 
ties and investments, supplemented recently by export credit lines and aid 
tie-ins. Other European Community (EC) members, principally West Germany 
and France, are increasing their market penetration. Exports from Europe 
often benefit from EC or bilateral aid programs. While still minor players, 
Japan and South Korea have been moving up fast. EC members and the United 
States are the principal suppliers of machinery and equipment, commercial 
vehicles, industrial inputs, processed foods and beverages, and consumer 
goods, while Japan and South Korea now dominate autos, utility vehicles, and 
consumer electronics. Ghana has trade relations with a number of socialist 
countries, but only East Germany appears a significant supplier. 


Import Environment: Import restrictions have been significantly eased and 
liberalized in the last several years, but imports remain subject to license 
approval, prior deposit of the full cedi equivalent, and a winning bid at 
the weekly foreign exchange auction. Importers with their own hard currency 
may obtain Special Import Licenses (SUL) to bring in consumer goods not 
eligible for official foreign exchange. The auction is to be fully opened 
to all approved goods and most services in 1988. Goods still can be subject 
to handling and customs delays and pilferage, but import duties have been 
reduced to relatively moderate levels. Cigarettes, alcoholic beverages, 
soft drinks, and textiles attract special higher duties. Some major items 
now are exempt from import and excise duty (some raw materials, foodstuffs, 
agricultural machinery and many inputs, small cars, and most transport 
equipment) A few items are prohibited or restricted, largely for health or 
safety reasons. A preshipment inspection by General Superintendence (SGS) 
is required for almost all consignments imported with official foreign 
exchange and valued at more than $2,000 (cif). To support its state 
shipping line, in October 1987, Ghana implemented the UNCTAD Code, requiring 
that 40 percent of its foreign trade be shipped on Ghanaian flag vessels. 
The Ghana Customs Guide is a valuable reference on import regulations and 
procedures. 


Opportunities: The principal current major opportunities for U.S. exporters 
of goods and services are through projects financed by foreign donors, 
especially the IBRD, African Development Bank (AFDB), and UN bodies, plus 
OPEC and Arab (Saudi Arabia and Kuwait) donors. Most foreign goods and 
services funded by other donors (the European Community, EC members, Canada, 
and Japan) have to be sourced within the donor countries. Nevertheless, 
U.S. subsidiaries in such countries should explore the possibilities for 
participation. A number of such projects offer substantial opportunities 
for engineering and consultancy services and equipment and material sales. 
They feature rehabilitation of the road and rail networks ($207 m, of which 
$144m are foreign exchange (fonex) costs), cocoa sector ($128m), 
telecommunications ($125m), and mining ($35m); financial institution reform 
($80m) ; agricultural services ($53.3m, with $49.1m in fonex); upgrading 
petroleum refining and distribution ($36.3m, $28.2m in fonex); parastatal 
sector restructuring ($11.6m); and urban works ($10m). U.S. fimms have won 
tenders for some already initiated projects (e.g., ports and timber sector 
rehabilitation and the Northern Power Grid Extension), but additional 
opportunities may exist. Exporters can best keep track of such prospects by 
maintaining contact with major donor agencies. 





The best prospects for U.S. exporters of machinery and equipment appear to 
be in logging, sawmill, and woodworking; mining and smelting; earthmoving 
and construction; agricultural tractors and basic processing; commercial 
buildings, hotels, and restaurants, including furnishings and supplies; food 
processing and storage; urban lighting and electrical distribution; 
information processing; and transport, especially aircraft, trucks, and 
light commercial and utility vehicles. U.S. suppliers of a wide range of 
raw materials, semifinished goods, prepared foods, and consumer items may 
find markets, though often in relatively small quantities. There should be 
continued opportunities for commercial sales of specific U.S. agricultural 
commodities, and for a wide range of management, engineering, consultancy, 
and other services. 


The U.S. Export-Import Bank (Eximbank) and Foreign Credit Insurance 
Association (FCIA), not active in Ghana since 1964, once again are offering 
direct loans or guarantees for U.S. goods and services; in addition, $30 
million of a new Eximbank credit line administered by Standard Chartered 
Bank has been earmarked for Ghana. The U.S. International Development 
Cooperation Agency's Trade and Development Program (TDP) can underwrite 
planning studies if eventual U.S. sales may be generated. The Commercial 
Credit Corporation (CCC) helps finance U.S. agricultural exports. Where 
sales are not linked to external project funding, price and financing 
usually are prime factors. U.S. exporters of goods and equipment should 
have an established local agent or distributor, particularly important for 
sales and aftersale service beyond Accra. 


INVESTMENT 


U.S. Role: With a replacement value of well over half a billion dollars, 
U.S. investments form one of the largest stocks of foreign capital in Ghana. 
While the Valco smelter is by far the largest investment in the country, 
other long-standing ventures in manufacturing (batteries, household 
products, and pharmaceuticals), tuna fishing and canning, petroleum 
distribution, information processing, and accounting also weathered the bad 
years. Several U.S. firms recently have made or are considering investing 
in Ghana, mainly in gold mining and wood products, and AMOCO has concluded 
an oil exploration agreement. OPIC has recently begun to offer its programs 
to U.S. investors in Ghana. 


Environment: Revised legislation and other measures have been aimed at 
improving the climate for, and facilitating, private investment. A 1985 
Investment Code offers tailored incentives, including tax holidays and 
improved input availability (notably through export retention accounts) . 
There are also some special concessions for certain priority areas such as 
agriculture and agribusiness, manufacturing, construction, and tourism. New 
mining and petroleum laws and regulations provide a defined and more 
favorable framework for investments in those sectors. Full foreign 
ownership is possible in most areas, especially if a venture is a net 
foreign exchange earner. Prospective investors work with the Ghana 
Investments Centre (GIC), except for mining (the Minerals Commission) and 
petroleum exploration (Ghana National Petroleum Corporation) . 


The GOG appears willing to consider further changes to the Investment Code 
and is preparing such complementary measures as capital markets, facilitated 
remittance of profits and dividends, further reduction in the company tax, 





and adjusted depreciation allowances. Private sector confidence is starting 
to revive, but investors still are proceeding cautiously. Corporate tax 
burdens can still be high and inputs remain subject to supply, quality, or 
price constraints. In addition, electricity, water, and telecommunications 
services are not yet reliable. The GOG reserves the right to share in 
petroleum or minerals extraction. Due to tight foreign exchange, new 
investors should seek clear definition of their rights to remit profits, 
dividends, and other payments. 


Opportunities: Gold mining and timber and wood products appear the most 
attractive investment areas. Some divested SOEs could be attractive to 
foreign investors, although most to be put on the block will require 
substantial restructuring, rehabilitation, and capital. Ghana's beaches, 
colonial forts, and rich culture offer significant potential for tourism 
investment once the necessary supporting infrastructure is established. 
Three biennial international trade fairs, all at the Trade Fair Centre in 
Accra, offer potentially attractive venues for U.S. exporters and investors: 
INTER-TOURISM, in November 1988; GIFEX (Forestry and Wood Products), 
February 17-28, 1989; and INDUTECH (Industry and Technology), in 
February-March 1990. More details on these trade and investment 
opportunities may be obtained from the Ghana Desk of the International Trade 
Administration, U.S. Department of Commerce, in Washington or the Commercial 
Section of the U.S. Embassy in Accra. 
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